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U.S. Private Investment Abroad 


U.S. private investment abroad rose by an unprece- 
dented $4 billion in 1956, to a total of $33 billion; and 
the rate of private capital outflow in the first half of 
1957 would seem to indicate a total expansion for the 
entire year of the same general magnitude as in 1956. 
Direct investment in 1956 accounted for almost three 
fourths of the increase over 1955 and exceeded the record 
that had been attained in 1952. The outflow of other 
private capital was larger than the high figures reached 
in 1927 and 1928. Total private investment exceeded 
that in any year prior to World War II, both in money 
and in real terms. 

One half ($1.4 billion) of the increase in direct in- 
vestment was in petroleum; of this investment, one fourth 
was in Venezuela, mostly for the acquisition of new 
leases on potential producing areas. Petroleum invest- 
ment in Canada, in Western Europe, and in Western 
European territories each was about one third more than 
in 1955. Current activities of petroleum companies, in- 
cluding many that are entering the foreign field for the 
first time, are related to the projected increase in world 
consumption in the next few years. Other factors are the 
relatively higher costs of discovery in the United States 
and the recognition by underdeveloped countries that 
petroleum development is necessary to their economic 
progress. In these circumstances, the outlook for this in- 
dustry is a continuation of very large investment abroad. 

U.S. investment in foreign manufacturing activities 
totaled nearly $750 million in 1956, the largest amount 
being invested in Canada. Investment in Latin America 
also was above that in 1955, as high local interest rates 
caused foreign subsidiaries to call increasingly on parent 
companies for working capital requirements. Direct in- 
vestment in manufacturing in Western Europe increased 
by about $200 million, with one half of this amount being 
invested in the United Kingdom, as in 1955. The greatest 
percentage increase was in investment in West Germany, 


Europe 


East-West Multilateral Payments Arrangements 
The UN Economic Commission for Europe (ECE) has 


issued a report covering the first quarterly compensation 
operations under the ECE-sponsored procedure for the 
settlement of bilateral clearing balances between Western 
and Eastern European countries. Under the arrangement 
whereby ECE acts as a clearing agency for East-West 


where, at $45 million, manufacturing investment was 
double the 1955 figure. 

The 1956 increase of $180 million in mining and 
smelting enterprises abroad was smaller than in 1952-53, 
when large projects were under construction. The princi- 
pal additions in 1956 were in Canada, Chile, Peru, Mex- 
ico, and certain African countries. As with petroleum, 
expected mining investment in the future is related to 
projected demands. Substantial expenditures are being 
considered to increase copper production in Latin Amer- 
ica, iron ore and other metals in Canada, and bauxite in 
several other countries. 

U.S. financial institutions and other private investors 
provided $1.1 billion of new capital abroad in 1956. The 
total includes $575 million in short-term and medium- 
term loans by U.S. banks, about $150 million in credits 
by exporters and manufacturers, and net purchases of 
about $420 million of foreign bonds and corporate stocks. 
Credit extended by U.S. banks has been rising rapidly 
since 1953, more than doubling to $2.8 billion by the end 
of 1956. In many instances, these credits have been a 
significant factor in alleviating temporary shortages of 
dollar exchange. However, much of the outflow in 1956 
was to countries not experiencing exchange difficulties 
but which were offering higher yields than were avail- 
able in the United States. Sales of foreign bonds in the 
United States, amounting to over $450 million, were the 
highest for any postwar year except 1951. About 80 per 
cent were bonds of Canada; most of the remainder were 
those of Australia and Israel. Net U.S. purchases of 
foreign corporate stocks totaled about $110 million, 
substantially less than in 1955. Purchases of Canadian 
stocks, of $90 million, were about the same as a year 
earlier, but purchases of European issues were greatly 
reduced, partly because of the Suez crisis. 


Source: Department of Commerce, Survey of Current 
Business, Washington, D.C., August 1957. 


payments, interested governments may report to the ECE 
Secretariat the balances (claims or debts) that have 
arisen in bilateral accounts in order to enable the ECE 
to examine the possibility of settlement on a multilateral 
basis. If agreement for such settlement is reached be- 
tween the countries concerned, the necessary banking 
transactions are carried out by the national authorities 
(usually the central banks) concerned. In contrast to the 
multilateral payments arrangements of the European Pay- 
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ments Union (EPU), the ECE procedure is nonautomatic 
and does not provide for credit facilities. The ECE can 
carry out multilateral settlements only upon specific ap- 
plication and each transaction has to be approved by all 
the countries concerned. 

On the basis of applications received during the first 
quarter (April-June 1957) of these ECE operations, multi- 
lateral settlements totaling the equivalent of US$7.2 mil- 
lion were carried out in July among 8 countries (Den- 
mark, Finland, France, Greece, Israel, Norway, Poland, 
and U.S.S.R.). At that time, bilateral balances totaling 
the equivalent of $38.3 million had been reported to the 
ECE—with a proposal for compensation—by 12 countries 
(in addition to the 8 countries listed above, applications 
were received from Austria, Czechoslovakia, Hungary, 
and Yugoslavia), but the ECE. has been unable as yet to 
arrange multilateral settlements for most of these clear- 
ing balances. 

Since trade between Eastern and Western European 
countries amounts to the equivalent of $400-450 million 
per quarter, the success of the ECE arrangement appears 
to be rather modest so far; but it is expected that a larger 
total of multilateral settlements will be carried out in the 
second quarter of operations, ending September 30, 1957. 
The ECE report covering that period will be issued in 
October. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, Au- 
gust 9, 1957; Frankfurter Allgemeine Zeitung, 
Frankfurt am Main, Germany, August 10, 1957. 


Rising Industrial Qutput in the United Kingdom 


The seasonally adjusted index of industrial production 
in the United Kingdom in July, at 140-141 (1948—100), 
was between 3 and 4 per cent higher than in July 1956. 
Thus July was the third successive month in 1957 in 
which the index advanced; in the first four months of 
the year, it had remained at or below the level of corre- 
spending months in 1956. 

When comparison is made with 1956, considerable 
changes are evident in the major sectors of industrial 
output. In the opening months of 1956, a fall in output 
in manufacturing was largely offset by higher produc- 
tion in building and civil engineering, public utilities, 
and coal. Within manufacturing, the lower production 
of cars, motorcycles, domestic appliances, radios, furni- 
ture, and domestic textiles,was largely offset by higher 
output of steel, machine tools, heavy electrical machinery, 
contractors’ plart, chemicals, railway equipment, mining 
machinery, and other capital equipment. In 1957, how- 
ever, building activity, after a good first quarter, has 
flattened out at about the same level as in 1956, and it is 
unlikely to show any further substantial advance. Coal 
production now shows a far less impressive rate of 
increase than in 1956. The sector which has been chiefly 
responsible for the rise in total output this year—as in 


1955—is manufacturing. Within manufacturing, the con- 
sumer goods industries account for the major part of the 
increase; output of many capital goods industries has 
been increasing far less sharply. The most spectacular 
increase has been the virtual doubling of passenger car 
output in the first six months of 1957. Substantial. in- 
creases have also been reported for television output (22 
per cent more than in January-June 1956) and) radio 
output (a rise of 16 per cent). Output of all domestic 
appliances and of soft goods (particularly textiles and 
footwear) has also increased this year. 

Full details of activity in July are not yet available. 
However, it has been reported that the index for, steel 
output was 11 per cent higher than in July 1956 and that 
substantial increases occurred in output of passenger cars 
(31 per cent), commercial vehicles (16 per cent), spun 
cotton (10 ‘per cent), and manufactured fibers (9 per 
cent). Coal production was 0.5 per cent higher than. in 
July 1956, but brick output decreased by 4 per cent and 
cement output by 12 per cent. 

Source: The Financial Times, London, England, Au- 
gust 29, 1957. 


Estimates of French Harvest 


Preliminary estimates, as of the beginning of August, 
of the current harvest in France indicate a wheat harvest 
of 104 million quintals (1 quintal=100 kilograms), 
against 57 million quintals in 1956, when wheat output 
had been cut by severe winter frosts. For secondary 
cereals (barley, rye, oats, and corn) and for potatoes and 
sugar beets, the outlook also is favorable. The vine crops 
are expected to yield approximately 13 million hectoliters 
less than in 1956. 


Source: Le Monde, Paris, France, August 22, 1957. 
Scandinavian Shipbuilding 


As of July 1, Norwegian shipyards had on order or 
under construction 214 vessels aggregating 1,787,400 
gross tons. Of the total, 93 vessels aggregating 1,386,000 
tons were tankers. Comparable figures for Swedish ship- 
yards were 317 vessels aggregating 3,949,300 gross tons, 
including 145 tankers totaling 2.8 million gross tons; and 
for Danish shipyards, 114 vessels aggregating 974,700 
gross tons, including 40 tankers totaling 643,600 gross 
tons. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, August 29, 1957. 


Sweden's Foreign Trade 

The volume of Sweden’s exports in the first half of 
1957 was 15 per cent larger than in the same period of 
last year, while imports increased by 10 per cent. Among 
exports, the sharpest increases were those for timber and 
products, means of transportation, and agricultural prod- 
ucts. The volume of timber shipments was 38 per cent 
more than in January-June 1956, pulp 12 per cent, and 
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paper 14 per cent. Means of transportation increased by 
30 per cent, in part because of a temporary increase in 
deliveries of ships, but also owing to a substantial in- 
crease in exports of passenger cars. Shipments of agri- 
cultural products exceeded those in the first half of 1956 
by nearly 50 per cent; the 1956 shipments, however, were 
comparatively low, following the poor harvest in 1955. 
Exports of iron ore rose by 4 per cent and iron and steel 
by 7 per cent. 

The most marked increase in imports ‘was ‘in invest- 
ment goods. Iron and steel imports rose by 39 per cent 
and machinery and instruments by 15 per cent. Means 
of transportation increased by over 30 per cent; imports 
of vessels were considerably larger than such imports in 
the first half of 1956, mainly because of the delivery of 
a large passenger liner. Imports of fuel increased only a 
little? textilé impdrts Tose by 6 per cent; and imports 'of 
agricultural products were somewhat smaller than in the 
first half of last year. 

The terms of trade were about 3 per cent lower than 
in January-June 1956, as import prices rose by 6 per 
cent and export prices by 3 per cent. 

Source: Svenska Dagbladet, Stockholm, Sweden, Au- 
gust 17, 1957. 


West German Tariff Reduction 

The Cabinet of the Federal Republic of Germany has 
reduced tariff duties on industrial goods from 1.5 per 
cent and 2 per cent to 1 per cent; also, rates ranging 
from 2.5 per cent to 21 per cent have been lowered by 
25 per cent. The reductions are effective only to the 
end of, 1957, and agricultural commodities, as well as a 
small number of industrial goods, are exempt from the 
measure, Most exceptions outside the agricultura! sector 
comprise certain leather, textile, and chemical products. 
Source: Frankfurter Allgemeine Zeitung, Frankfurt am 

Main, Germany, August 8, 1957. 


German 


Figures published by both the Government of the Fed- 
eral Republic of Germany and the Trade Union Economic 
Institute ‘ndicate substantial gains in industrial produc- 
tivity. The government figures indicate an increase of 
8.6 per cent from the first quarter of 1956 to the first 
quarter of 1957, and those of the Institute show a gain 
of 7.7 per cent. Between May 1956 and May 1957, the 
increase was 9.6 per cent. 

The principal reason for the large gain appears to be 
a growing shortage of labor and intensified rationaliza- 
tion efforts. Further additions to the labor force and 
increased output per hour are expected to compensate 
for the shorter workweek. The increase in productivity 
will, of course, be an important factor in future wage 
negotiations. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany; August 6, 1957.’ 


Middle East 


Inflation in Israel 


The Governor of the Bank of Israel has reported that 
between August 1956 and May 1957 the means of pay- 
ment in Israel rose by [£76 million, or 15.7 per cent. 
Most of the increase (1£58 million) was on account of 
credit granted to the Government. The Governor has the 
duty of submitting to the Finance Committee of Parlia- 
ment a report whenever the means of payment have risen 
by more than 15 per cent within less than one year. 

The report notes that an inflationary spiral is threaten- 
ing the Israel economy, and that progress toward eco- 
nomic independence is being slowed down. Rising do- 
mestic prices have weakened the competitive position of 
exports and encouraged imports. Export. subsidies and 
import restrictions introdiced ‘to meet” this’ situation 
artificially stimulate certain industries and misdirect 
investment. The economy has become accustomed to a 
high rate of capital import‘to satisfy public and private 
demand. The provision of relatively cheap machinery 
from abroad, combined with high domestic wages, ‘has 
increased unemployment and the difficulty of absorbing 
immigrants. 

The inflationary situation can be fought only with a 
combination of monetary and fiscal policies. The Gov- 
ernment must balance the budget and ensure that in- 
creased purchasing power in the hands of the public is 
not spent on higher consumption but is used to finance 
the increase in government expenditure on defense, im- 
migration, and development. There is also need for a 
long-range wage policy and a system of priorities for 
investment, based on the needs of the economy and im- 
provement in the balance of payments, 

Source: The Jerusalem Post, Jerusalem, Israel, August 29, 
1957. 


Import Restrictions in Iraq 


The Higher Supply Committee in Iraq, under the chair- 
manship of the Prime Minister, decided on August 22 to 
increase restrictions on imports of luxury commodities. 
The decision was based on a report by the Minister of 
Economics indicating a substantial increase since 
April 1955, when such imports were liberalized. Luxury 
imports are estimated at ID 3 million per year. 


Source: The Iraq Times, Baghdad, Iraq, August 23, 1957. 
Oil Developments in Iran 


Oil production in Iran has been rising steadily since 
the resumption of operations in 1955. Output for the 
six-month period February-July 1957 amounted to 16.9 
million tons, which exceeds the previous high reached 
in the period March-August 1950. The 1957 figure is 
exclusive of the production in one field that is operated 
for domestic consumption only. Scheduled production 
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for 1957 as a whole is 30 million tons, but it seems likely 
that this figure will be exceeded substantially. 

The Iranian Parliament has passed an oil bill which 
authorizes the National Iranian Oil Company to partici- 
pate with foreign interests in developing and producing 
oil in areas not covered by the agreement with the oil 
consortium. Discussions are taking place with Italian, 
Japanese, and U.S. firms. The indications are that there 
may be agreements based on an equal division of profits 
plus a bonus for Iran. 

Sources: The Financial Times, London, England, Au- 
gust 19, 1957; The Washington Post and Times- 
Herald, Washington, D.C., August 30, 1957. 


Far East 
India's Second Five Year Plan 


India’s Prime Minister stated in Parliament on Au- 
gust 21 that, although there were real difficulties in 
implementing the Second Five Year Plan, there was abso- 
lutely no defeatism on the part of the Government. The 
Minister of Planning stated that, since the foreign ex- 
change situation was not as favorable as had been 
expected, some schemes might be delayed. 

The Planning Commission is now engaged in a re- 
examination of the Plan, having completed a preliminary 
review in regard to rephasing and fixing priorities. In 
determining the allocation of foreign exchange, priority 
will be given to projects falling within the following cate- 
gories: (1) steel plants, coal, railways, ports, and speci- 
fied projects; (2) projects in an advanced stage of com- 
pletion for which most of the foreign exchange expendi- 
ture has already been incurred; and (3) projects that 
will earn or save foreign exchange within a short period 
of time and are covered by suitable deferred credit 
terms. 

Earlier, on August 13, the Minister of Finance had 
estimated that India would require an additional Rs 12 
billion (US$2.52 billion) in foreign exchange before 
1960-61, in order to meet present commitments and im- 
plement the hard core of the Plan. 

Sources: The Times of India, Bombay, India, August 14, 
1957; Information Service of India, /ndiagram, 
Washington, D.C., August 23, 1957. 


Repatriation of Profits of Foreign Companies in India 


India’s Minister of Finance has stated that the Gov- 
ernment has no intention of putting a temporary ban on 
the remittance abroad of foreign companies’ profits. He 
had been asked in the Lower House whether, in view of 
India’s present foreign exchange shortage, the Govern- 
ment would consider such a measure. “This Govern- 
ment is not contemplating any deviation from accepted 
international standards of business morality,” he replied. 
These remittances, the Minister revealed, had totaled over 
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Rs 270 million last year, Rs 224 million of which went 

to the United Kingdom. 

Source: The Financial Times, London, England, Au- 
gust 9, 1957. 


Viet-Nam’s Fishing Industry 

Viet-Nam’s deep-sea fish catch in 1956 was 100,000 
tons, in contrast to 30,000 tons in 1953; and the Mari- 
time Fishing Service of Viet-Nam estimates the 1957 
catch at 120,000 tons. The increases in recent years have 
been made possible by the development of fishing co- 
operatives, which have provided equipment and technical 
and financial assistance. The Government expects that, 
through continuous help from the cooperatives, the fish 
catch will increase substantially each year, and that by 
1961 the deep-sea catch will reach 235,000 tons and the 
fresh-water catch will amount to 35,000 tons. 

As a result of the large increases, prices on the domes- 
tic market have declined, and a small surplus has been 
available for export. A catch of 270,000 tons a year 
will provide not only enough for local consumption but 
also a large export surplus. 

Source: Embassy of the Republic of Viet-Nam, News 
from Viet-Nam, Washington, D.C., August 23, 
1957. 


Income of Taiwan Farmers and Fishermen 

A commissioner of the provincial agriculture and 
forestry department of Taiwan reported at a recent ses- 
sion of the Taiwan Provincial Assembly that the average 
net income of a Taiwan farmer was NT$21,862 in 1956, 
compared with NT$9,643 in 1950, and that the average 
yearly catch per fisherman had increased to 746 kilo- 
grams in 1956 from 162 kilograms in 1950. In real 
terms, the average net income of a Taiwan farmer was 
NT$7,497 in 1956. 

The aggregate value of agricultural, forestry, fishery, 
and dairy products in the period from 1957 through 1960 
is expected to reach NT$66,777 million. Under the sec- 
ond Four-Year Economic Plan, which began this year, a 
total of NT$4,070 million would be invested in the de- 
velopment of these fields. 

Source: Chinese News Service, Press Release, New York, 
N.Y., July 23, 1957. 


Investment Demand in Japan 

According to the Economic Planning Board, the invest- 
ment boom which was partly responsible for the recent 
deterioration in the Japanese balance of payments has 
now receded. New orders for machinery placed by 
private industry in June 1957 were 28 per cent less than 
new orders placed in May. Orders from the shipbuilding 
industry fell by 29 per cent, and those from the machin- 
ery industry declined by 19 per cent. The Bank of Japan 
has reported that bank loans for equipment investment 
declined in July, reflecting the tight money measures 
taken since early May. Such loans in July were 13 per 





INTERNATIONAL FINANCIAL News Survey, September 6, 1957 


cent less than the monthly average in the first half of 
1957. 


Sources: The Japan Times, Tokyo, Japan, August 14 and 
25, 1957. 


Indonesian Export Certificates 

Indonesian export certificates, denominated in rupiah, 
were quoted in the free market in Djakarta on August 23 
at 230 per cent of the nominal official basic exchange rate 
(Rp 114=US$1). At this certificate price, the effective 
export rate was Rp 21.02 per U.S. dollar (i.e., the cer- 
tificate rate minus 20 per cent export surcharge), and the 
effective import rates ranged between Rp 26.22 and 
Rp 72.11 per dollar (i.e., the certificate rate plus import 
surcharges ranging from zero to 175 per cent of the cer- 
tificate value). Between June 20, 1957, when the present 
exchange system was introduced (see this News Survey, 
Vol. IX, p. 402), and August 23, 1957, the certificate 
quotations ranged from 205 per cent to 230 per cent of 
the official basic rate. The new certificate system has con- 
tributed to an appreciable increase in Indonesia’s gross 
official reserves, which rose from $194 million on June 19 
to $221 million on August 21. 
Sources: Indonesian Observer, August 23, 1957, and 


Bank Indonesia, Abridged Balance Sheets, Dja- 
karta, Indonesia. 


Proposals on Philippine Government Bond Issues 

The National Economic Council (NEC) of the Philip- 
pines has recommended to the Cabinet that, because of 
present inflationary pressures, there should not be any 
further flotation of government bonds. Under Republic 
Act 1000, a bond issue totaling P 1 billion was author- 
ized for economic development purposes; however, a total 
of P 1.26 billion had already been authorized by various 
congressional measures as of March 31, 1957. The NEC 
has recommended that self-liquidating projects already 
planned or proposed be more rigidly scrutinized and 
that the issuance of bonds for projects that are not self 
liquidating be stopped completely. 
Source: The Manila Chronicle, Manila, Philippines, Au- 

gust 9, 1957. 


United States and Canada 
U. 5. Agricultural Finance 


The value of farm assets in the United States on Janu- 
ary 1, 1957 was at a new high figure of $177 billion, 
about 5 per cent more than a year earlier and 233 per 
cent more than in 1940. The expansion in 1956 reflects 
principally an increase of about $6.8 billion in the value 
of farm real estate. The value of other physical assets 
rose by about $1.5 billion, and financial assets owned by 
farmers rose by a small amount, reflecting the accrual 
of interest on U.S. savings bonds and continued growth 
in the net worth of farmers’ cooperative associations. 
(When valued in 1940 prices, the total value of farmers’ 


77 


assets was $60.1 billion at the beginning of 1957, com- 
pared with $60.2 billion in 1956 and $48.8 billion in 
1940; the value of farm real estate, in constant dollars, 
increased from $33.6 billion in 1940 to $37.6 billion in 
1957.) 

Farm debt increased to a total of $19.5 billion on 
January 1, 1957, compared with $18.9 billion in 1956 
and $10 billion just before World War II. Farm real- 
estate debt rose to $9.9 billion, but price-support and 
storage loans to individuals, which were made or guar- 
anteed by the Commodity Credit Corporation (CCC), 
decreased slightly; these amounted to $1.6 billion on 
January 1, 1957. The decline in the loans made or guar- 
anteed by the CCC resulted chiefly from a reduction in 
the quantity of cotton under loan during the year. Other 
non-real-estate farm loans and credits increased only 
fractionally, to $8.0 billion at the beginning of 1957, prob- 
ably .reflecting a reduction of farm expenditures for 
automobiles and farm machinery, accompanied by only 
small changes in farm income and farm operating ex- 
penses. Although farm debts have increased substantially 
since 1940, the equity of farm operators and other owners 
of farm properties moved to a record high of $157 billion 
at the beginning of 1957, compared with $149 billion a 
year earlier and $43 billion in 1940. 

Gross farm income in 1956 totaled $33.9 billion, an 
increase of about 1 per cent from $33.5 billion in 1955. 
(This was the first increase since 1951.) Cash receipts 
from farm marketings rose from $29.5 billion in 1955 
to $30.4 billion in 1956, and government payments to 
farmers rose from $0.2 billion to $0.6 billion, mainly 
because of the soil bank. The increase in cash receipts 
from marketings was primarily the result of marketing 
larger quantities of products. Average prices received 
for all commodities were about the same as in 1955, 
with higher average prices for crops offsetting a slight 
decline in average prices received for livestock and live- 
stock products. Total production costs continued to rise, 
amounting to $17.9 billion in 1956, compared with $17.4 
billion in 1955. Owing to increased costs, total net in- 
come of farm operators declined. But as a result of the 
liquidation of $470 million in crop and livestock inven- 
tories, the net income that operators actually realized 
was $12.1 billion, about 4 per cent more than in 1955. 

The purchasing power of realized net income of farm 
operators increased about 2 per cent between 1955 and 
1956; prior to 1956 it had decreased every year since 
1951. On the other hand, income of the farm population 
from nonfarm sources (excluding retirement pay and 
veterans’ pensions) reached a record high of $6.7 billion 
in 1956, equal to about 42 per cent of the total net income 
from agriculture. 

Source: Board of Governors of the Federal Reserve 
System, Federal Reserve Bulletin, Washington, 
D. C., August 1957. 
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interes! Rates in Canada 


The discount rate of the Bank of Canada rose to 4.33 
per cent on August 22, from 4.28 per cent a week earlier. 
In August 1956 it had been raised to 314 per cent and in 
October to 344 per cent. In November of that year the 
Bank of Canada initiated its present policy of fixing the 
bank rate each week at 14 per cent above the average 
vield for treasury bills; since that time the trend has been 
generally upward except for a period of decline in March 
and April 1957. 

Interest rates’ for prime commercial credits of the 
chartered banks have been raised at intervals during the 
last 12 months from 5 per cent to 534 per cent, the latter 
rate becoming effective August 26, 1957. Since the 
maximum interest that banks can charge on any loan is 
6 per cent under the Canadian Bank Act, the spread in 
interest rates between the high-grade and low-grade 
loans is now only 1% per cent. Member firms in three 
Canadian stock exchanges have announced a rise from 
615 per cent to 644 per cent in interest rates charged on 
their margin accounts. 

The new issue of Canada’ Savings Bonds, which will 
go on sale on October 15, will yield an average rate of 4.46 
per ‘cent over the 13 years to maturity, compared with 
3.76 per cent for the 1956 series and 3.25 per cent a year 
earlier. For the first two years, however, the bonds will 
pay interest only at the rate of 344 per cent, in order to 
avoid heavy switches from the lower-yielding bonds now 
outstanding. 

Sources: The Globe and Mail; Toronto, Canada, Au- 
gust 23, 1957; Winnipeg Free Press, Winnipeg, 
Canada, August 23, 1957; The Journal of Com- 
merce, New York, N. Y., August 27, 1957. 


Population Increase in Canada 


From June 1956 to the end of May 1957, Canada’s 
population rose by more than 500,000, or 3.2 per cent, 
to 16.6 million. This record increase compares with an 
average annual growth of 414,000 for the five years 
1951-56, The increase during the past year was due not 
only to a high rate of natural growth, but also to a sharp 
increase in immigration. About 250,000 persons immi- 
grated to Canada in the twelve months to June 1, 1957, 
compared with an annual average of 160,000 during the 
preceding six years and a peak of 194,000 in 1951. 
Source: Dominion Bureau ‘of Statistics, Weekly Bulletin, 

Ottawa, Canada, August 9, 1957. 


Latin America 


Export-Import Bank Loan fo Latin American Countries 


The Export-Import Bank of Washington has announced 
an agreement to participate with the Metropolitan Life 
Insurance Company and other private investors in ex- 
tending credits to the American and Foreign Power 
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Company, Inc. The credit will enable that company to 
finance a program of expansion of the electrical gener- 
ating capacity of its subsidiaries in seven Latin American 
countries (Cuba, Colombia, Costa Rica, Ecuador,, Guate- 
mala, Panama, and Venezuela). 


The Bank and the Metropolitan Life Insurance ‘(Com- 
pany will each participate to the extent of $25 million; 
$2.2 million of credits are to be obtained from. other 


BALANCE OF PAYMENTS YEARBOOK 


Volume 9 


Volume 9 of the Yearbook series continues the’ 
practice followed for earlier volumes, under which 
data are published monthly as the balance of: pay- 
ments statistics for various countries become avail- 
able; The first sections for this volume were issued 
in May 1957, and the last will be issued in March 
1958. The sections issued thus far cover data for 
the following countries: Austria, Brazil, Canada, 
Ceylon, Chile, Costa Rica, Cuba, Denmark, El Sal- 
vador, Greece, Iraq, Ireland, Italian Somaliland, 
Japan, Jordan, Netherlands, Norway, Paraguay, 
Sweden, Union of South Africa, United Kingdom, 
U.K. Colonies, and United States. 

When completed, the volume will. contain basic 
statistics, with explanatory notes, for the years 1955 
and 1956 for about 70 countries. In addition, it will 
contain regional details for about two thirds of these 
countries, consolidated area statements, and sum- 
mary statements, expressed in U.S. dollars and 
covering several years, for most of the countries. 

Price for the volume, which will cover all the 
loose-leaf sections, wil! be $5.00 (or the equivalent 
in other currencies): A binder for filing the loose- 
leaf sections may be purchased separately for $3.50. 


STAFF PAPERS 


Staff Papers contains studies on monetary and 
financial problems prepared by members of the Fund 
staff. The most recent issue, published in Febru- 
ary 1957; includes papers on “Recent Developments 
in Monetary Analysis,” which were presented at an 
informal session at the Eleventh Annual Meeting of 
the Board of Governors of the Fund. The issue also 
includes studies on special tax measures to restrain 
investment, an experiment with a flexible exchange 
rate system (based on the 1950-54 experience of 
Peru), and the cost of a foreign exchange standard 
or of the use of a foreign currency as the circulating 
medium. 

Subscription: $3.50 per volume or the approxi- 
mate equivalent in the currencies. of. most coun- 
tries. Three numbers constitute. a volume. The 
numbers, however, are not issued at regular dates; 
MOREOVER, ALL OF THE THREE NUMBERS 
ARE NOT NECESSARILY ISSUED WITHIN 
ONE CALENDAR YEAR. Single copies may be 
purchased for $1.50. 


The Secretary 


INTERNATIONAL: MONETARY FUND 
1818 H Street, N.W. . Washington 25, D.C, 
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private sources. To cover the credit, the American and 
Foreign Power Company will issue $52.2 million of 57 
per cent sinking fund debentures. 

Proceeds from the debenture issue, together with other 
funds to be made available by American and Foreign 
Power Company, funds internally generated by the sub- 
sidiaries involved, and the proceeds of security sales by 
such subsidiaries are to be used to finance the 1956-60 
construction programs of the subsidiaries in the seven 
countries. Estimates indicate that the programs will re- 
quire the expenditure of $263 million and will result in 
the installation of 610,000 kw. of additional capacity by 
1960, plus the commencement of work on 280,000 kw. to 
be installed subsequent to 1960. Credits from the Export- 
Import Bank are available for the acquisition of equip- 
ment and materials from the United States, The partici- 
pation of the Bank is in addition to credits which. the 
Bank has previously extended in connection with the 
expansion programs of subsidiaries of American and 
Foreign Power Company in Brazil, Costa Rica, Cuba, and 
Mexico. Local governmental development banks in Brazil, 
Cuba, and Mexico have cooperated with the Export- 
Import Bank by making local currency loans to the sub- 
sidiaries of American and Foreign Power Company in 
their respective countries. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., August 30, 1957. 


Capital Markel in Puerto Rico 


Progress in developing capital market facilities in the 
Commonwealth of Puerto Rico and the need for such 
facilities are discussed in /nter-American Economic Af- 
fairs by an officer of the Government Development Bank 
for Puerto Rico. The Commonwealth is part of the 
monetary and trading area of the United States, with 
ready access to the New York and other mainland finan- 
cial centers. It has its own tax system and has made 


legal and institutional changes to accomplish the desired 


development of the economy. Per capita income is much 
lower than that in the United States, but it is above the 
average in most Latin American countries. 

The financing of economic development in Puerto Rico 
has depended greatly on external investment. Of total 
investment financing in 1950-55, 45 per cent came from 


outside the Commonwealth, compared with less than 10 


per cent for the average of Latin American countries. 
But while progress ‘in development has been rapid, there 
is need to cultivate more financing of capital formation 
from local sources, Although the average per capita 
income is high, domestic savings in Puerto Rico are 
lower than in many parts of Latin America. 

Despite these shortcomings, several financial institu- 
tions have grown rapidly, and there have been legislative 
changes conducive ‘to the growth of ‘capital formation. 


In the last decade, private savings deposits increased from 


$55 million to $90 million. An important factor in ‘this 
growth was the extension. to Puerto Rican banks of de- 
posit insurance, by the U.S..Federal Deposit. Insurance 
Corporation in 1950. The First Federal Savings and Loan 
Association, organized in 195], has been very successful, 
with total savings accounts exceeding $30 million at 
the end of 1956. Almost.all of its assets are.invested in 
mortgage loans for residential housing: The Government 
Development Bank for Puerto Rico, created in 1942, had 
extended $27 million in business loans up to mid-1956, 
The Puerto Rico Industrial Development Company, with 
assets of $56 million, has. also contributed greatly to 
the availability of capital, its principal activity in, this 
regard being the construction of about 200 factory build- 
ings for lease to new industries. 

An important development in the furnishing ,of capital 
funds in Puerto Rico has been in the home mortgage 
field. The Government Development Bank has arranged 
the financing of large projects with mortgages insured 
by the Federal Housing Administration (FHA). Over 
$70 million of FHA mortgages were insured in 1951-56. 
Insurance by FHA gives the mortgages a ready market 
in the United States. 

Legislation since 1950 to encourage the development 
of capital has included a ten-year tax, exemption for 
new industries, passed in 1954, and the elimination of the 
withholding tax. on income paid from Puerto Rico to 
U.S. life insurance companies, passed in 1956. A new 
corporation law, also enacted in 1956, is expected to fa- 
cilitate operations of corporations chartered in the Com- 
monwealth. 

Source: Inter-American Economic Affairs, Volume XI, 
No. 1, Summer 1957, Washington, D, C. 


Bolivia's External Debi Payment Plan. 


The Bolivian Government and the Central Bank of 
Bolivia have announced a four-year plan for the repay- 
ment of approximately $32 million of commercial debts 
owed to U.S. and European creditors. The plan provides 
that creditors may receive either immediate payment of 
all such debts which have matured up to June 15, 1957 
or 20 per cent of the indebtedness already due or 
maturing at any time this year. Any remaining debt is to 
be paid off at the rate of 20 per cent in each of the years 
1958, 1959, and 1960, with final payment in 1961. The 
plan is subject to the approval of the creditors. 

The total external debt of the Bolivian Government and 
the Central Bank is approximately $160 million. The 
commercial debt of $32 niillion Govers‘about $15 million 
which is already due but unpaid and $17 million which 
will become due during the remainder of 1957. Payments 
due on dollar bonds that have been in default since the 
1930’s amount to about $61 million; a proposed schedule 
of payments has been worked out by the Bolivian Gov- 
ernment with the Foreign Bondholders Protective Council 
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(see this News Survey, Vol. IX, p. 396). Of the remain- 
der of the foreign debt, about $47 million is due to the 
Export-Import Bank of Washington. In recognition of 
Bolivia’s fiscal situation, the Bank agreed to a deferment 
to 1972-74 of the 1957-59 maturities of the Bolivian 
Development Corporation. Debts due under treaty agree- 
ments with Argentina, Brazil, Chile, and Paraguay 
amount to approximately $8 million. 

The debt figures do not include amounts due to the 
former owners of the nationalized tin mines. Negotiations 
concerning the amount of compensation are continuing. 
It is reported that most of this debt is due internally. Up 
to June 1957, $12.7 million had been paid to the former 
owners, pending agreement on the full amount. 

Source: Embassy of Bolivia, Press Release, Washington, 


D.C., August 27, 1957, 


Other Countries 
South African Gold Production 


South African gold production continued to expand 
in the second quarter of 1957, when it reached 4,269,356 
fine ounces, compared with 3,989,420 fine ounces in the 
same quarter of 1956. For the first six months of 1957, 
output totaled 8.37 million fine ounces valued at £104.5 
million, against 7.76 million fine ounces valued at £96.5 
million in January-June 1956. Average daily output 
increased from 50,049 fine ounces in the first half of 1956 
to 54,727 fine ounces in the first six months of 1957. 

The number of African workers employed by the 
Witwatersrand Native Labour Association was 335,756 
in June 1957, or 1,163 more than at the end of June 1956. 
Source: The Standard Bank of South Africa Limited, 

The Standard Bank Review, London, England, 
August 1957. 


South Africa's Tariff Policy 


The South African Government has appointed a com- 
mission to examine the Union’s protective tariffs and to 
make recommendations on adapting them more suitably 
to the country’s development. The commission is com- 
posed of eight members; three of them are government 
officials. 

The commission, which is expected to sit for two years, 
was appointed on representations made by industry. A 
similar commission sat 23 years ago; since then, industry 
in the Union has grown considerably, contributing a 
quarter of the present national income. 

Source: The Financial Times, London, England, Au- 
gust 24, 1957. 


Controls in Federation of Rhodesia and Nyasaland 


New import control regulations for the period ending 
December 31, 1957 have been announced in the Federa- 


tion of Rhodesia and Nyasaland. Import control has 
been removed from cars imported from non-dollar and 
non-sterling area countries, and all other goods for 
which imports from OEEC countries are now restricted 
have been transferred to open general import license. 
Certain items have been added to the list of dollar goods 
under open general license, but quotas for wheat, piece 
goods for clothing manufacturers, and stoves and wash- 
ing machines remain unchanged at £225,000, £100,000, 
and £10,000, respectively. 

The ban on “holiday” dollars has been lifted: residents 
may now receive for travel in the dollar area the equiva- 
lent in U.S. or Canadian dollars of the holiday allowance 
(£100 per year per adult) applicable to travel in Euro- 
pean countries. Measures have been taken to tighten 
control over Rhodesian currency taken to Portuguese East 
Africa, since it has been thought that about £250,000 
per year has been exported in infringement of the 
currency control regulations. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, August 1957. 


Fund Transactions 


The record of Fund transactions published in /nter- 
national Financial Statistics, September 1957, shows that 
in June, in addition to the purchases by France and India 
reported in earlier issues of this News Survey (see 
Vol. IX, p. 391, and Vol. X, p. 4), there was a purchase 
of $5 million by Ecuador. 


Cuba, which had purchased $12.5 million in December 
1956 and $10 million in February 1957, repurchased the 
equivalent of $10 million in June. Yugoslavia also made 
a repurchase in June, equivalent to $1.2 million; in 1949, 
Yugoslavia had purchased $9 million from the Fund with 
dinars. 


The record of quotas of Fund members shows that 
the quota of Haiti has been increased from $2 million 
to $7.5 million. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained free of charge by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N. W. Washington 25, D. C. 





